SMEs are drivers of economic growth and job creation in developing countries. It is paramount to determine the factors that hinder their growth. This paper uses the Enterprise Survey from the World Bank which covers data from 119 developing countries to investigate the biggest obstacles SMEs are confronting and the determinants that influence the obstacles as perceived by enterprise managers. The results show that SMEs perceive access to finance as the most significant obstacle which hinders their growth. The key determinants among firms' characteristics are size, age and growth rate of firms as well as the ownership of the firm. The latter e the role of the state in financing SME e is particularly intriguing. External reasons for the financing dilemma are also examined. It is shown that the main barriers to external financing are high costs of borrowing and a lack of consultant support.
Introduction
Small and medium sized enterprises (SMEs) potentially constitute the most dynamic firms in emerging economies (Pissarides, 1999) . The empirical evidence from around the globe shows that the ubiquity of SMEs has grabbed the world's attention. The original idea formed at the end of the 19th century that large firms are the greatest support for the economy has been challenged since the 1950s. Nowadays, the significant role SMEs play in the economy cannot be underestimated. For example, Ayyagari, Demirgüç-Kunt, and Maksimovic (2011) investigated the role SMEs play in creating jobs and showed that SMEs with less than 250 employees were the engine of growth in many countries. Beck, Demirguc-Kunt, and Levine (2005) added that SMEs constituted over 60% of total employment in manufacturing in most developing countries. According to the data from the Chinese National Bureau of Statistics, SMEs represented 99.4% of all enterprises in China in 2012, and they contributed to 59% of China's GDP and accounted for 60% of total sales. All these figures reflect the importance of SMEs both in developed and developing economies. However, their importance notwithstanding, SMEs are confronted with significant obstacles which impede their development. This paper aims at sorting out the biggest obstacles SMEs face in developing countries and determining the factors affecting the obstacles for firms to grow. Only in this way can we offer effective recommendations to policy-makers in those countries in their quest for a faster and healthier growth of their economies.
A considerable number of scholars have investigated the obstacles that affect the development of SMEs within specific areas. However, very little research has been directed towards developing economies as a group. By researching developing countries as a group, we believe that some common problems that they all face can be revealed. In this paper, the Enterprise Survey of the World Bank, which contains 119 developing countries, will be used to test the biggest obstacles to the growth of SMEs in developing countries. Firstly, the five most significant obstacles will be taken from the 18 obstacles which are described in the survey. Then a hypothesis will be made on the basis of work done by other researchers. Econometric models will then be set up to examine the relationship between the obstacles and the chosen factors. Moreover, a specific variable "sme" will be generated to emphasize the significance of the problems SMEs face compared to larger firms. A further investigation will be carried out to identify the determinants of the main obstacles to growth and also the intensity of the barriers.
In the following section, a review of recent literature is presented in order to provide a brief summary of the relevant work that has been carried out so far. Section 3 provides a brief description of our approach and hypotheses and a description of the dataset used in our analysis. As we shall see, the data is unique in its coverage and richness. In addition, the section includes a description of our methodology used in choosing the variables for our model. Section 4 introduces the model. Section 5 presents the results of our tests with a relevant discussion. Final section concludes our presentation with a brief summary of the results and a brief discussion of the approach adopted in this study.
Literature review
The literature dealing with barriers to growth of SMEs is relatively rich. Levy's (1993) research on the leather industry in Sri Lanka and the construction and furniture industry in Tanzania is one of the interesting examples of papers from the 1990s. Levy has identified three major constraints e access to finance, access to non-financial inputs, and high cost. His results showed that financial constraints were the main obstacles for firms to grow. Moreover, a high tax constraint was also identified as a important obstacle for the smallest firms. Since then, the research has focused on specific sectors to give more detailed and specific information about the difficulties SMEs face in the chosen industries. However, due to a lack of updated data and the expense of conducting the required surveys, the results cannot be used more broadly. Pissarides (1999) investigated whether a lack of funds is the main obstacle to SMEs growth using survey data from the EBRD (European Bank for Reconstruction and Development). He pointed out that lack of financing became an obstacle to SMEs growth in transitional economies due to poorly developed capital markets and where credit was accorded according to historical working practice. In other words, state banks were more likely to lend to state or larger enterprises. Later on, Pissarides, Singer, and Svejnar (2003) used a survey data from 437 CEOs of SMEs in Russia and Bulgaria to detect the biggest obstacles to SMEs growth. Variables were chosen by ranking the highest rated constraints. The top four constraints were defined as: "suppliers are not ready to deliver", "access to land", "finance problems" and "other production constraints". Their results showed that the constraint on external finance was most serious, while other factors such as licensing did not appear to be as significant a problem as expected. More generally, Gree and Thurnik (2003) divided the obstacles into two groups: external and internal. Of the 30 obstacles chosen, finance turned out to be the most important. Other significant factors are "management skills" "location" "technology" "corruption" "regulations"; which are similar to what was listed in the World Bank Enterprise Survey of emerging economies.
An important element of the debate is the relationship between characteristics of firms and barriers to their growth. A particularly interesting part of the debate concerns the role of different types of ownership of firms as factors of growth. For example, Richter and Schaffer (1996) found that private firms developed faster than state-owned firms, the latter typically focussing their objectives on employment expansion and less on efficient utilisation of resources. However, comparisons of small public and private firms remain rather rare and the debate is typically linked to the performance of large public enterprises. Numerous scholars from China, such as Yin (2012) and Ji (2011) , have drawn the conclusion that stateowned firms are "too big to fail" and thus face much fewer obstacles, not only in finance, but also in sales and have greater growth compared with smaller businesses. In brief, types of ownership need to be taken into account in the analysis of business environment in which SME operate. Furthermore, Beck (2007) summarized the empirical evidence on SMEs' financing constraints and showed that SMEs are more likely than large enterprises to be constrained by finance and other institutional obstacles. Using the World Bank Enterprise Survey 2006e2009, Chavis, Klapper, and Love (2010) found that 31 percent of examined firms regarded access to finance as the major constraint Moreover, 40 percent were young firms with less than 3 years' experience in the industry. Further analysis addressed the relationship between the firm's age and its access to finance. The empirical results showed that younger firms were more reliant on informal financing rather than bank financing. Bank finance gradually increased with age, while informal finance gradually decreased with age. Young firms were found to be twice as likely as older firms to use personal assets as the collateral, which is consistent with the results from a study of US small firms (Avery, Bostic, & Samolyk, 1998) . However, young firms in countries with stronger legislation and better credit information have less reliance on informal financial resources.
A wealth of relevant literature attaches importance to high growth firms.
1 Results from some studies suggest the importance of finance to high growth firms but the evidence is not clear-cut. For example, Brush, Ceru, and Blackburn (2009) stratified the growth paths into rapid, incremental and episodic and then investigated the impact of access to finance, market conditions and management on the growth of firms. The results show that Rapid growth firms were cash hungry machines while incremental growth firms have to find the right employees. And advanced management skills play an important role during episodic growth of firms, while marketing strategy is a way to turn a business around when firms reach a plateau. Mason and Brown (2013) investigated the policy effect on high growth firms and how to promote high growth firms through policy approaches. Lee (2014) developed the study of Brush et al. (2009) and investigated the obstacles that were holding back high growth of small firms in the UK. Using the Small Business Survey in the UK, firms were divided into high growth firms and potential high growth firms. He analysed the effects of six key barriers to high growth and potential high growth firms. The selected variables were "recruitment" "government", "premises", "market conditions", "management" and "finance". The results showed that actual high growth firms were no longer constrained by market conditions but they were significantly affected by the other five barriers. On the other hand, potential high growth firms were less likely to perceive "government" as a significant problem. Similarly, "recruitment" which was expected to be important by the author, appears to have been less significant. The author explains that the difference between expectations and the results may have been due to the matching process of potential high growth firms and also to the diversity of the interviewees' experiences.
What emerges from the literature is that SMEs face a range of different barriers. A common finding in most of the studies is that SMEs face a financing problem e a problem of access to funding. But the studies also show that there is a considerable range of barriers depending on conditions of specific markets. Another important finding is that obstacles to growth of SMEs are determined by a variety of factors and, once again, the specific conditions may vary from country to country. The determinants can be grouped as "internal" or "external". Internal factors typically include a variety of firm characteristics. External factors usually refer to barriers related to access to credit. Both of these issues e barriers and their determinants e will be addressed in the following section together with an explanation how we propose to deal with them in this study.
Data and methodology

Aim, approach and hypotheses
Many of the findings noted in the previous section are specific to countries in which the research was carried out (such as UK SMEs in Lee, 2014) , and cannot be generalized to other regions. Our aim will be to see whether some of the key findings can be generalized for developing countries as a group.
Our approach will be to analyse the role of barriers to growth by using a survey based on interviews with firm managers and other officers. Their answers to questions provide rich data on their perceptions of barriers to growth, which is an approach commonly used in the literature.
2
The constraints as identified in the literature vary a great deal, and our task had to be narrowed down. For practical reasons, our analysis will be concentrated on five key barriers. The five obstacles will be identified in Section 3.3 below. Repeated in most of the literature is that "finance" is one of the biggest obstacles. As we shall see later in the text, "finance" was also identified as one of the major obstacles to SMEs in the World Bank Survey which we shall use in this study. Even though we shall identify and target five major barriers and provide commentaries, our main attention will be focussed on "finance" as the main obstacle. This partly reflects the importance of "finance" in the World Bank survey as well as the result of our reading of most traits of the literature.
An attempt will also be made to identify the major determinants of the barriers. We shall start by selecting a range of factors identified in the literature and the description of the selection is also provided in Section 3.3 below.
Drawing on the main findings from the empirical literature, the following hypotheses can be made with regard to finance as the major barrier:
H1. SMEs are more likely to perceive access to finance as the most significant obstacle to their growth compared with big firms; H2. High growth firms are more likely to perceive access to finance as a significant barrier than firms with a slower growth rate;
H3. The probability of perceiving access to finance as a significant barrier to SMEs' growth has a negative correlation with the size of the enterprise. Moreover, the bigger the firm, the less severe the perception that finance is the binding constraint;
H4. The probability of perceiving access to finance as a significant obstacle to SMEs has a negative correlation with age of the enterprise. Moreover, the younger the firm, the more severe is likely to be the perception that the financial barrier will be an issue;
H5. Privately-owned enterprises are more likely than state-owned enterprises to perceive access to finance as a significant obstacle to their growth; H6. As the top manager's working experience increases, the probability of perceiving access to finance as a significant obstacle decreases.
Data
Our study draws on cross-country data. This choice was determined by the task at hand e our attempt to study the obstacles to growth of SMEs in developing countries as a group. The use of cross-section data in this case has its limitations. Perhaps the most serious limitation is the heterogeneity of individual country conditions which could lead to "identification" problems in regression analysis. This limitation typically means that studies of SMEs performance are carried out with the help of time series or panel data. Such an approach would clearly be impossible in our case e the task would be far too complex and expensive. In using crosssection data we assume, therefore, that heterogeneity of countries is minimal or with differences not generating biases in our estimations.
Our analysis will draw on data obtained from a survey. The survey focuses on perceptions and views of managers of SMEs of barriers to growth, and it is legitimate to ask whether those perceptions are the true reflections of real barriers to growth. By using the survey it is assumed that there is a close relationship between the perception of barriers and real barriers. The assumption has been discussed and questioned in the literature, for example, by Doern (2009) . We believe, together with many other researchers in the field, that such an analysis of barriers is revealing and useful. The main conclusions of the study are consistent with the theory as well as with findings from many individual country studies.
The data used in this paper comes from the Enterprise Survey (ES) which is an ongoing project from the World Bank. The main objective of the survey is to assist the World Bank in pursuing one of its strategic goals to build a climate for investment, job creation and sustainable growth. To be more specific, the survey aims at providing investment indicators and also the constraint to the growth of the private sector to achieve the final target of enhancing the employment and the economic growth. Moreover, the changes of the survey can be tracked since it is using a panel firm-level data.
The survey is a firm-level survey conducted through 130,000 firms in 135 countries, of which 119 are conducted through standard methodology. This clearly makes it very interesting for country comparisons. Most countries chosen are developing countries, 41 Sub-Saharan African countries, 29 from Eastern Europe and Central Asia, 31 are from Latin America and the Caribbean, 12 are in East Asia and Pacific, 4 are in South Asia, and only two in the Middle East and North Africa. Thus the ES is a suitable dataset to investigate the economic environment and policies in developing countries.
The data is collected from face-to-face interviews with managing directors, accountants, human resource managers and other relevant firm staff by private contractors on behalf of the World Bank. Since 2002, over 73,000 interviewees have joined the survey. The survey covers 64 different kinds of sectors and contains response from 2006 to 2014. In order to test the consistency check for the survey, there is a pilot questionnaire for each country which contains 20e25 interviews. If the regional differences are considerable, then an attempt is made to pilot the survey in all the major regions in that country.
Variables
In this section we shall describe the selection of variables used in this paper and their features. The dependent variable is the obstacles firms are facing in their business. As the key barriers we have selected five most important obstacles which were identified in the World Bank survey. The choice was represented by the answers to the following survey question: "Which of the above obstacles is the biggest obstacle to the current operation of the firm?" The independent variables were chosen from the literature review. All the chosen variables are listed in Table 1 .
The survey generated useful series of variables for investigating the perceived obstacles of the firm growth in developing countries. The answer of the respondents from 119 developing countries for the period of 2006e2014 is shown in Chart 1. As shown by the chart, the five most severe problems were: Access to finance, Electricity, Political instability, Competition and Tax rate. These five variables are chosen as the dependent variables in the regression.
3 If the surveyed companies chose any of the listed obstacles as the most significant obstacles then the variable is set as "1", otherwise "0".
In order to proceed we need to address other methodological issues related to definitions of concepts and characteristics of firms. First of all, as independent variables were selected for this paper "high growth firms", "employees", "sme", "age", "ownership" and "experience". The choice was arbitrary but largely reflects again our reading of the most frequently discussed firm characteristics as determinants of SMEs' performance. Turning now to "growth of SMEs", Ayyagari, Demirguc-Kunt, and Maksimovic (2014) used the number of employees to measure the size-growth of SMEs and investigated the relationship between the size of the firm and the number of jobs it created. Organization for Economic Co-operation and Development (OECD) has provided the definition of high growth firms as those which achieved a 20% employment growth within 3 years. This definition has been widely adopted in the literature. For example, Lee (2014) used the change in growth of the number of employees as the definition in his study. In this paper, the variable "high growth firms" will also be defined by the number of employees. A comparison of the full-time employees over 3 years periods will give a clear indication of whether a firm is expanding. "High growth firms" will be a dummy variable; when a firm is expanding and it reaches a 20% growth rate then it can be defined as a high growth. enterprise. When the firm is growing fast it will be set as"1", if it is not then it will be set as "0". The variable "employees" comes from the survey question e "At the end of fiscal year, how many permanent, full-time employees did this establishment employ?" An investigation made into the relationship of this variable can give us an idea of whether a firm's size will influence the obstacles it faces. As Lee's (2014) research showed, the bigger the firm the less financial obstacles it will face and the more management obstacles it will have.
Since the research scope of this paper is SMEs, the variable "sme" is used to define whether the observations are SMEs. SMEs are defined as firms with less than 100 employees. If the firm is a SME then it will be defined as 1, if it is not, then 0.
The variable "ownership" is a dummy variable. It comes from the survey question e "What percent of this firm is owned by government?" The answer is the percentage of state ownership. A firm is defined as state-owned if the state has a share in the ownership e irrespective of the level. In such a case, the dummy variable for "ownership" is set as "0". When the firm is totally private (i.e. the answer to the above question is " 0 percent of the firm is owned by the government"), the variable for "ownership" is set as "1". Hypothesis 5 can thus be tested: whether state owned enterprises will have any privilege in financing or in affecting other operations of the business (Yin, 2012) .
The variable "age" comes from the survey question e "What was the established year of the enterprise?" We then use 2014 as the year of the survey and subtract it from the year of the establishment of the firm in order to get the age of the enterprises. This variable can address the question of whether young firms are experiencing more obstacles than older firms (Chavis et al., 2010) .
Following Brush et al. (2009) , the variable "experience" is used to describe how many years the top manager has been working in the industry. The question under investigation is "whether company with experienced managers will be less likely to perceive access to finance as a significant obstacle than those with less experienced management (Hypothesis 6).
The model
As noted above, the dependent variable in our analysis will be the firm's perception of the biggest obstacles to its current operations and it is a dummy variable. When the firm perceive a certain obstacle to be the obstacle to growth, then it is set as "1", otherwise "0". The independent variables are the characteristics of the firms which consist of both continuous and dummy variables. The estimation model of a specific obstacle can be constructed as
where Y is the outcome variable which represents whether firm i perceives a specific obstacle to be the biggest obstacle to its current operation. The independent variables were described in Table 1 above. Our model will be estimated with the probit technique. Since our outcome variables are discrete, the probit model is suitable for binary numbers. Furthermore, since the outcome variable is ranked from 1 to 5, an ordered probit model is put into use to investigate the relationship between the severe level of the obstacles and the firm characteristics. The "severity" (the level) of the constraint is obtained from answers to the question e how severe the firm perceived a specific kind of obstacles to be the major constraint of its current operation. The answers were graded on a five point scale: no obstacle at all (1), minor obstacle (2), moderate obstacle (3), severe obstacle (4) and very severe obstacle (5). 
Results
This section presents the results of the regression analysis. Using different outcome variable in our regressions equations, we shall first identify the most important barriers to growth of SMEs. We shall then discuss the relationship between different firm characteristics and the probability of perceiving a given obstacle to play a significant role. Finally, we shall present the results of our estimation of the relationship between the level of the financing constraint and the selected determinants. In order to figure out the barriers faced by SMEs compared to big firms, the data used for Table 2 includes big firms. The estimates of the marginal effect (Table 2) reflect the extent to which SMEs are more likely to perceive finance, tax, competition, electricity and political factors as a significant constraint that impedes their growth. To be more specific, and most interestingly, SMEs are 23.1 percentage points more likely to perceive access to finance as the biggest obstacles to their growth than large firms. This confirms our Hypothesis 1. Moreover, the results also show that SMEs also have higher probability of perceiving competition as a significant obstacle than large firms. It also shows that SMEs worried less about political issues compare with large firms. Estimates of neither "tax" nor "electricity" turned out to be significant. Dummy variables for country and industry were added to control the heterogeneity.
The focus will now be put on SMEs in the following analysis. Therefore, the data concerning large firms is eliminated from the dataset and 16,322 big firms were deleted. Table 3 is a summary of the selected obstacles. The table has merged the top 3 obstacles from the survey. It can be clearly seen that access to finance has occupied the highest frequency of all the obstacles namely 14,722 and it accounted for 13.51% of the total observations. This number exceeds the second most important obstacle "competition" with 2339. This provides a further support for our selection of dependent variables and the emphasis on testing our Hypothesis 1. Table 4 shows the new marginal effects of the selected independent variables for the five major obstacles as perceived by SMEs after the elimination of data on large firms. As noted above, "high growth firms" are represented by firms which achieved at least 20% growth every year times or about 72 percent over the three year period. The table clearly shows that when the firm in point is a high growth firm, then it will have a greater chance of perceiving access to finance to be an important obstacle than those firms which are not growing at a fast rate. This may be due to the fact that high growth firms are "cash hungry" machines as noted by Brush et al. (2009) . Their rapid growth results in great demand for money, since funds are a necessity for business expansion. The same conclusion has been reached by Brush et al. (2009) and it supports our Hypothesis 2. Moreover, the high growth firms appear to be less worried about tax, electricity, political stability as well as competitors from informal sector.
The variable "employees" is used to define the number of employees of the enterprises at the time of completing the survey. This variable can be used to define the size of the enterprises. As shown in Table 4 , when the size of the enterprises as measured by the number of employees is getting larger, the probability that the firm perceives access to finance as the greatest obstacle decreases. Shen, Shen, Xu, and Bai (2009) have indicated that small firms have to face more financing constraints and access to bank credit, at least based on the evidence from China. Moreover, for larger SMEs, the probability of perceiving informal competition decreases. On the other hand, larger SMEs will worry more about the political stability than smaller ones.
Our tests concerning the role of age of SMEs in determining access to finance tend to confirm our Hypothesis 4 as well as the main findings in the literature but the relationship tends to be weak. As Kuntchev, Ramalho, Rodríguez-Meza, and Yang (2013) note, the interaction effect of firm size and age is significant and negatively correlated with credit constraints of firms. Lee (2014) , too, chooses age as a control variable in his research and explains the importance of age on the grounds that older firms may have a credit history and established relationships with banksein contrast to younger firms.
The variable "ownership" is another important variable of our interest. As our estimates presented in Table 4 show, firms which have public ownership perceive less financial problems than those privately owned firms. This may due to the fact that state-owned enterprises have the government's bail-out explicit or implicit guarantee which increases their creditworthiness. The effect of other determinants turns out to be insignificant.
The coefficient of the variable "experience" is significant only when it comes to "electricity" even though the signs of other estimated coefficients are correct. This suggests that as the working experience of top managers is increasing, the probability of the firm to perceive electricity as a significant obstacle is decreasing. However, it is very difficult to interpret this result in economic terms considering that managers of SMEs have no influence over supply of electricity, or why should experience be linked to "electricity" at all. The poor Table 4 Marginal effect of probit regression (SMEs).
Variables
(1 results associated with age as the determinant of other important barriers to grow are also insignificant and surprising.
We shall now turn to the factors that influence the level of the relationship. Table 5 shows the results of the ordered probit regression exploring the relationship between the level of the financing barrier and the selected variables. The dependent variable "level" comes from the survey question "How severe is access to finance as an obstacle to the current operation of the firm?" As the table shows, a significant negative correlation has been revealed between the level of financing constraint and the firms' size which implies that smaller firms experience more severe financing problems than larger firms.
Similarly, high growth firms will perceive financing problems to be more severe than those without high growth rate. Nevertheless, the result shows "ownership" is also negatively correlated with the level of the financing problem which is consistent with the finding of Yin (2012) . Our findings imply that private firms will perceive access to finance as a more severe obstacle than firms with state ownership.
After determining the internal characteristics of firms that influence the importance of perceived financial constraints for SMEs, we shall now consider external factors which can act as constraints on operations of SMEs. We shall do so by examining the role of conditions applied to bank loans.
As the figures in Table 6 show, 54.53 percent of SMEs did not need a loan. This indicates that internal funds were the main source of financing for SMEs.
5 Among the SMEs which need external financing, it is evident that the financing difficulties usually result from the following reasons: (1) high interest rate; (2) complex application procedures; (3) high collateral requirements; (4) perception of SMEs that the application would not be approved; (5) informal payments. Those reasons can also be categorized into two groups: high expenses with loan processing and lack of consultant support.
High interest rates, informal payments as well as the time demanding procedures all lead to high expenses related to obtaining funds from a bank. High requirements for collateral and lack of confidence imply a lack of credit guarantees institutions. The consequences are similar to the observations made by Beck and Demirguc-Kunt (2006) who concluded that asymmetric information between borrowers and lenders plus the high transaction costs are the two leading constraints that exacerbate the financing available for SMEs.
Conclusion
SMEs are drivers of economic growth and job creation. Moreover, SMEs are effective tools for poverty alleviation. As a result, the development of SMEs is vital to developing countries, and it is, therefore, paramount to determine the factors hindering their growth. This paper is an attempt to identify the main obstacles of growth and their determinants as perceived by SMEs. The five most significant obstacles perceived by SMEs managers were identified as e "access to finance", "tax rate", "competition", "electricity" and "political factors". Among those five obstacles, "access to finance" appears to be the biggest barrier, followed by "competition".
The picture emerging from the evaluation of factors determining the managers' perceptions of those obstacles is mixed. Among the selected variables, "experience" has been shown to be insignificant with one single exception while "high growth enterprises", "age", "employees" and "ownership" were all significantly correlated with access to finance. Nevertheless, the effect of "age" turned out to be relatively small. The results suggest, inter alia, that high growth firms perceive finance as the biggest obstacle to growth. This in turn, confirms widely held beliefs that high growth firms have greater demand for funds than those of slower growing firms. SMEs with state ownership appear to have fewer financing problems than private SMEs. This, too, confirms the findings from the literature which have shown that firms with state participation had a better access to bank financing due to implicit or explicit guarantees from the governments and due to other government interventions.
We have also made an attempt to evaluate the level of the financing problem. Perhaps the most interesting finding is that size and age were negatively correlated with a "severe" level of the financing constraint. This implies that, with increasing size and age, the bigger and older SMEs respectively will be less likely to perceive access to finance as a severe problem. This is a plausible conclusion which also provides more light on the finding noted above that age does not seem to be a strong driver of the financing problem.
Following the analysis of the internal factors affecting the access to finance of SMEs, we have also looked the role of the external factors. Those factors can be grouped under the heading of "terms of financing". The role of external factors can be ascribed to imperfections of the financial system due to factors such as asymmetric information between banks and SMEs, financial market fragmentation and a lack of specialized banking or high transaction costs. Our result show that more than half of the SMEs did not need a loan which indicates that most of the SMEs preferred internal financing. For SMEs in need of external financing, the most serious constrains were high interest rates, complex application procedures and high collateral requirements. It would be reasonable to ask to what extent is a perception of barriers to growth by managers of SMEs the true reflection of real barriers. As we have noted above, the assumption concerning the identity between perception of barriers and real barriers is a common challenge in studies of this kind. While the analysis of real constraints on growth was not the subject of this paper we believe, together with many other researchers in the field, that an analysis of perceived barriers is revealing and useful, especially with the regard to the effects of firm characteristics. The main conclusions of the study are consistent with the theory as well as with findings from many individual country studies.
Nevertheless, as is the case with studies of similar kind, we have faced limitations of data and methodology. Our aggregate approach of looking at all developing countries as a group may be intellectually interesting but, at the same time, our analysis may not be sensitive enough to country differences even though appropriate provisions have been made in our econometric analysis. Similar concerns could be raised about the absence in the analysis of a treatment of sectoral and regional differences. It would be, therefore, legitimate to ask whether the use cross-country data in our analysis was optimal. Unfortunately, given the complexity of the task at hand, the use of panel data or time-series data had to be abandoned on practical and cost grounds. Nevertheless, we are encouraged that the main findings of this study are consistent what is already known from the literature. They should provide additional evidence in the debate about enhancing the performance of SMEs in developing countries. 
